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PART IV
Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 8-K.

(a) Documents filed as a part of the report:
(1) Financial Statements: Pages

Report of Management *

Management’s Discussion and Analysis of Financial
Condition and Results of Operations

Report of Audit Committee Chairman

Report of Independeat Public Accountants

Consolidated Statements of Income

Consolidated Balance Sheets

Consolidated Statements of Shareowners’ Equity

Consolidated Statements of Cash Flows

Notes o Consolidated Financial Statements

Selected Financial and Operating Data

% # # # «# # & #* #

(2) Financial Statement Schedules:

Report of Independent Public Accountants i 19
Report of Other Independent Accountants 20

V - Property, Plant and Equipment 21
VI - Accumulated Depreciation 23
VIII - Allowance for Uncollectibles 23

Schedules other than those listed above have been omitted because the required information is contained in the
financial statements and notes thereto, or because such schedules are not required or applicable. Separate financial
statements of subsidiaries not consolidated and 50 percent or less owned persons are omitted since no such entity
constitutes a “significant subsidiary™ pursuant to the provisions of Regulation $-X, Article 3-09.

(3) Exhibits:

Exhibits identified in parentheses below, on file with the SEC, are incorporated herein by reference as
exhibits bereto.

Exhibit Number

3a - Certificate of Incorporation of the Registrant as amended oa April 26, 1991

3 - By-Laws of the Registrant, as amended on January 21, 1987 (Exhibit 3b 0
Form 10-K for 1986, File No. 1-8612).

4 - No instrament which defines the rights of bolders of long and intermediate term
debx of the Registrant and all of its consolidated subsidiaries is filed berewith
pursuant t© Regulation S-K. Item 601(bX4XiiiXA). Pursuant to this regulation.
the Registrant bereby agrees to furnish a copy of any such instrument to the SEC
upon request.

* Incorporated berein by reference to the appropriate portions of the registrant’s annual report to secunty

bolders for the year ended December 31, 1991.
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NOTES 1O CONSQLIDATED FINANCIAL STATEMENTS

Pensivns and Other Emplosee Benefit Plans

The company maintains noncontnbutory defined pension
1nd death benefit plans.covenng substanually all management
1nd nonmanagement emplovees. The pension benetit tormula
used 1n the determination ot pension cost ts based on the
sserage compensation camed dunng che tive highest
consecutive vears of the last L0 vears of emplovment under
the management plan and a tlat dollar amount per vear of
service under the nonmanagement plan. The company’s
tunding policy 1s to contribute annually an amount up to the
maximum amount that can be deducted tor tederal income
tax purposes.

Pension expense was determined using the projected unit
credit actuanal method in accordance with Statement of
Financial Accounung Standards No. 87, “Emplovers’
Accounung for Pensions.” The decline 1n pension expense over
the past two vears is pnimanly actributable to favorable
investment performance and the funded status of the plans.

The components of pension cost follow:

1991 1990 1989

Service cost~benefits earned

duning the penod S 1929 S1874 S5 1708
Interest cost on projected

benefit obligation 653.5 6443 684.1
Actual retumn on plan assets 22320 232 21759
Other, net 1.3193 ‘883.9) 1.374.5
Net pension /income; expense  §  '67.0) S 2800 S 335

The funded status of the plans follow:

1991 1990
Actuanal present value of accumuiated
plan benetits
Vested S 6,829.1 $ 6,250.2
Nonvested 917.6 903.3
Total § 77467 S 71535
Plan assets at fair vaiue $12.532.4  S11,287.2
Acruanal present value of projected
benefit obligation 8,691.2 7.986.7
Plan assets in excess of projected
benetit obligation 38412 3,300.5
Unrecognized net asset resulting trom
initial adoption of Statement No. 87 (1,870.4) (2,097.6)
Other (1,924.4) (1,214.3)
Prepaid .accrued) pension cost S 464 S (114

The assets of the plans consist principally of debt and equity
secunties, fixed income instruments and real estate. The
assumned long-term rate of rerurn on plan assets used in
determining pension cost was 7.25 percent for 1991 and 1990
and 7.5 percent for 1989. The assumed discount rate used to
determine the projected benefit obligation as of December 31,
1991 was 6.3 percent and 6.8 percent for December 31, 1990,
while the assumed rate of increase in furure compensation
levels also used in the determination of the projected benefit
obligation was 4.5 percent in 1991 and 1990.

During 1991, the company offered most of its management
employees an early retirement program. The net cost of this
program, including termination benefits and a setdemnent gain
from the pension plan, was $12.0 million.

In addition to providing pension benetits, the company 1rd
ts subsidianes provide certain health care and group iite
insurance benefits for all eligible acuve and reured emplovees.
Prior to 1988, health care benefit costs were expensed as
incurred. [n 1988, the company began expensing an
actuanally determined amount for postrenrement healch care
benetits tor active emplovees in addition to those heaith care
costs incurred durning the vear. Contributions are made to 4
voluntary emplovee benefit association - VEBA. trust fund.
The amounts expensed and funded for retiree health care
benefits for active emplovees during 1991, 1990 and 1989 were
S$101.2, S115.5 and $51.3 mullion. respecrively.

Health care benetits paid for retired empiovees duning 1991.
1990 and 1989, net of retunds, were S140.9, $124.7und
$105.1 mullion, respectively. Health care benefits paid tor active
emplovees for 1991, 1990 and 1989 were 5264.8, S248.7
and $217.3 million, respectively.

The cost of group life insurance benetits is actuanaily
determined and recognized as expense over the empiovees’
active working lives. Group life insurance benetits paid for
active and reured employees during 1991,1990 and 1989 were
$5.7, 86.5, and $6.6 million, respectively.

As of December 31, 1991, the company had approximately
49,900 retirees and 71,900 active employees eligible 1o
receive health care and group life insurance benefits.

In December 1990, the FASB adopted Statement of Financiai
Accounting Standards No. 106, “Employers’ Accounting
for Postretirement Benefits Other Than Pensions™ ' Statement
No. 106). Staternent No. 106 requires the cost of post-
retirement benefits granted to employees to be accrued and
recognized as expense over the period in which the emplovee
renders service and becomes eligible to receive benetits.

The company is required to adopt Statement No. 106 no
later than January 1,1993. Under Statement No. 106, the
company may immediately recognize the accumulated
transition obligation or amortze the obligation over a penod
not to exceed the greater of the average remaining service
period of active employees or 20 years. Management's
preliminary estimate of the transition obligation on January 1.
1993 is approximately $2.5 billion before income taxes.

The company has not yet finalized its plans on when to
implement Statement No. 106 nor the manner in which the
transition obligation will be recorded. Except for the manner
in which the transition obligation is recorded, furure expense
levels for postretiremnent benefits are not expected to be
materially different from that recorded in 1991.

Financial Instruments

The company enters into foreign currency forward exchange
contracts and options to mitigate the effect of unfavorabie
movements in foreign exchange rates. These instruments
hedge the company’s exposure to exchange-rate risk on
certain amounts to be received in the future. Market value
gains and losses on these contracts are included in net income
and offset the respective foreign exchange wanslaton gains
or losses on the assets which are hedged by these instrument..
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. ILLINOIS BELL TELEPHONE COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The following is a recorciliation between the statutory federal income tax rate of 34% and the
Company's overall etfective tax rate:

1991 1990 1989
Statutory federal income taxrate . . . ... ... ... ... ..., 34.0% 34.0% 34.0%
State income taxes, net of federal benefit . . . . . ... . ... .. 5.5 3.8 6.0
Reduction in tax expense due to amortization of investment tax
credits . . . . . . e e (4.7) (4.4) 4.4
Depreciation of taxes and payroll-related construction costs
capitalized for financial statement purposes. but deducted
currently for income tax purposes . .. ... ............ 1.3 14 2.0
Benefit of tax rate differential applied to reversing temporary
differences . . . . . . . ... e e (3.4) (2.1) (3.7)
Other . . . . . . . . e ﬁ) E) 1.0
Total . . ... . .. e (1.9) 04 0.9
Effective overall income taxrate . . . . . .. .. ... ... ... ... 32.1% 34.4% 34.9%

As a result of implementing Statement No. 96, the Company as of December 31, 1991, had a
regulatory asset of $180.1 (reflected primarily in Other Assets and Deferred Charges) related to the
cumulative amount of income taxes on temporary differences previously flowed through to the ratepay-
ers. In addition, on that date, the Company had a regulatory liability of $240.0 (reflected primarily in
Other Deferred Credits) related to the reduction of deferred taxes resulting from the decrease in the
federal statutory income tax rate of 34 percent and deferred taxes provided on unamortized investment
tax credits. These amounts will be amortized over the regulatory lives of the related depreciable assets
concurrent with recovery in rates. There was no significant income statement impact related to the
adoption of Statement No. 96. The accounting for and the impact on future net income of these
amounts will depend on the ratemaking treatment authorized in future regulatory proceedings.

During 1992, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial
Accounting Standards No. 109, “Accounting for Income Taxes,” which will require the Company to
change, by 1993, its accounting for income taxes from that required by Statement No. 96. The impact
on the Company’s consolidated financial statements has not been determined.

(C) Pensions and Other Employee Benefit Plans—Ameritech maintains non-contributory
defined pension and death benefit plans covering substantially all of the Company’s management and
non-management employees. The pension benefit formula used in the determination of pension cost is
based on the average compensation earned during the five highest consecutive years of the last ten
years of employment for the management plan and a flat dollar amount per year of service for the non-
management plan. The pension (credit) expense is allocated to subsidiaries based upon the percentage
of compensation for the management plan and per employee for the non-management plan. The
Company'’s funding policy is to contribute annually an amount up to the maximum amount that can be
deducted for federal income tax purposes. The following data provides information on the Company’s
expense for the Ameritech plans:

1991 1990 1989
Pension (credit) expense . . . . . . ... ... ... .. ... .... $(26.2) $(15.8) $ 8.1
Current year (credit) expense as a percent of salaries and wages  (3.349)% (1.97% 1.01%
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- ' ILLINOIS BELL TELEPHONE COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Pension (credit) expense was determined using the projected unit credit actuarial method in
accordance with Statement of Financial Accounting Standards No. 87, “Employers’ Accounting tor
Pensions”. The decline in pension expense over the last two vears is primarily attributable to favorable
investrhent performance and the funded status of the plans.

Certain disclosures are required to be made of the components of pension costs and the funded
status of the plans, including the actuarial present value of accumulated plan benefits, accumulated
projected benefit obligation and the fair value of plan assets. Such disclosures are not presented for the
Company because the structure of the Ameritech plans does not permit the plans’ data to be readily
disaggregated. As of December 31, 1991. the fair value of plan assets available for plan benefits
exceeded the projected benefit obligation (calculated using a discount rate of 6.3%).

The assets of the Ameritech plans consist primarily of debt and equity securities, fixed income
securities and real estate. The assumed long term rate of return on plan assets used in determining
pension cost for 1991 was 7.25%.

During 1991, the Company offered most of its management employees an early retirement pro-
gram. The net cost of this program, including termination benefits and a settlement gain from the
pension plan, was $1.2.

In addition to providing pension benefits, the Company provides certain health care and group life
insurance benefits forall eligible active and retired employees. Prior to 1988, heaith care benefit costs
were expensed as incurred. In 1988, the Company began expensing an actuarially determined amount
of postretirement health care benefits. Contributions are made to a voluntary employee benefit associa-
tion (“VEBA”™) trust fund. The amount expensed and funded for retiree health care benefits for active
employees during 1991, 1990 and 1989 were $29.3, $34.4 and $14.9, respectively.

Health care benefits paid for retired employees during 1991, 1990 and 1989, net of refunds, were
$54.5, $48.8 and $41.5, respectively. Health care benefits paid for active employees for 1991, 1990 and
1989 were $79.1, $73.8 and $61.7, respectively.

The cost of group life insurance benefits is actuarially determined and recognized as expense over
the employees’ active working lives. Group life insurance benefits paid for active and retired employees
during 1991, 1990 and 1989 were $1.6, $2.0 and $1.9, respectively.

As of December 31, 1991, the Company had approximately 16,971 retirees and 20,481 active
employees eligible to receive health care and group life insurance benefits.

In December 1990, the FASB issued Statement of Financial Accounting Standards No. 106.
“Employers’ Accounting for Postretirement Benefits Other Than Pensions” (“Statement No. 106™).
Statement No. 106 requires the cost of postretirement benefits granted to employees to be accrued and
recognized as expense over the period in which the employee renders service and becomes eligible to
receive the benefits.

The Company is required to adopt Statement No. 106 no later than January 1, 1993. Under
Statement No. 106, the Company may immediately recognize the accumulated transition obligation or
amortize the obligation over a period not to exceed the greater of the average remaining service period
of active employees or 20 years. Management’s preliminary estimate of the transition obligation on
January 1, 1993 is approximately $850 before income taxes.

The Company has not yet finalized its plans on when to implement Statement No. 106 nor the
manner in which the transition obligation will be recorded. Except for the manner in which the
transition obligation is recorded, future expense levels for postretirement benefits are not expected to
be materially different from that recorded in 1991.
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As a result of implementing Statement No. 96, che Company as of December 31.
1991 had a regulatory asset of $58.3 million (reflected primarily in Other
Assets and Deferred Charges) related to the cumulative amount of income taxes
on teaporary differences previously flowed through to ratepayers. 1In addition,
on that date, the Company had a regulatory liability of $119.2 =illien
(reflected primarily in Other Deferred Credicts) related to the reduction of
deferred taxes resulting from the decrease in the faderal statutory income tax
rate of 34 percent and deferred taxes provided on unamortized investment tax
credits. These amounts will be amortized over che regulatory lives of the
related depreciable assets concurrent wvith recovery in rates. There was no
significant income statement impact related to the adoption of Statement No.
96. The accounting for and the impact on future net income of these amounts
will depend on the ratemaking treatment authorized in future regulatery
procesdings.

During 1992, the Financial Accounting Standards Board issued Statement of
Financial Accounting Standards No. 109, “Accounting for Income Taxes,” which
will require che Company to change, by 1993, its accounting for income taxes
from that required by Stacement No. 96. The impact on the Company’'s financial
statements has not been determined.

o PENSIONS AND OTHER EMPLOYEE BENEFIT PLANS

Ameritech maintains non-contributory defined pension and death benefit plans
covering substanctially all of the Company’'s nanagement and non-management
eaployees. The pension benefit formula used in the determination of pension
cost is based on the average coapensation earned during the five highest
consecutive years of the last ten years of eaployment for the management plan
and a flat dollar amount per yesar of service for the non-management plan.
Pension (credit) expense is allocated to subsidiaries based on the percentage
of compensation for the management plan and per employee for the non-management
plan. The Company’'s funding policy is to contribute annually an amount up to
the maxinum amount that can be deducted for federal income tax purposes. The
following data provides information on the Company’'s expense for the Ameritech
plans:

—A291. 129 @ _1989
Pension (credit) expense $ (6.3 $ 3.9 $ 4.3

Current year expense as &
percentage of salaries

and vages ‘2.7)! 51.5)0 1.7%

Pension (credit) expense was determined using the projected unit credic
actuarial sethod in accordance with Statement of Financial Accounting Standards
No. 87, "Employers' Accounting for Pensions.” The decline in pension expense
over the last two years is primarily attributable to favorable investment
performance and the funded status of the plans.
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Certain disclosures are required to be made of the components of pension coscs
and the funded status of the plans, including the actuarial present value of
accusulated plan benefits, accumulated projected benefit obligation and the
fair value of plan assets. Such disclosures are not presented for the Company
because the structure of the Ameritech plans does not permit the plans’ data to
be readily disaggregated. As of Deceaber 31, 1991, the fair value of the plan
assets available for plan benefits exceeded the projected benefit obligation
(calculated using a discount rate of 6.3%).

The assets of the Ameritech plans consist principally of debt and equity
securities, fixed income securities and real estate. The assumed long-tera
rate of return on plan assets used in determining pension cost for 1991 was
7.25%.

During 1991, the Company offered most of its management employees an early
retirement prograa. The net cost of this program, including terminacion
benefits and a secttlement gain from the pension plan, wvas $0.8 million.

In addition to providing pension benefits, the Company provides certain health
care and group life insurance benefics for all eligible active and recired
enployees. Prior to 1988. health care benefit costs were expensed as incurred.
In 1988, the Company began expensing an actuarially determined amount for
postretirement health care benefits. Contribucions are made to a voluntary
employee benefit association (VEBA) ctrust fund. The amounts expensed and
funded for retiree healcth care benefits for active eaployees during 1991, 1990,
and 1989 vere $8.9, $10.4 and $4.6, respectively.

Health care benefits paid for retired employees during 1991, 1990 and 1989, net
of refunds were $12.6, $9.6 and $7.9, respectively. Health care benefits paid
for active employees for 1991, 1990 and 1989 were $24.1, $22.4 and §$19.8,
respectively.

The cost of group life insurance benefits is actuarially determined and
recognized as expense over the employees’ active working lives. Group life
insurance benefits paid for active and retired employses during 1991, 1990 and
1989 were $0.6, $0.6 and $0.7, respectively.

As of December 31, 1991, the Company had approximately 4,790 retirees and 5,779
active employses eligible to receive health care and group life insurance
benefits.

In Deceaber 1990, che FASB adopted Statement of Financial Accounting Scandards
No. 108, “Eamployers’ Accounting for Postretirement Benefits Other Than
Pensions” (Statement No. 106). Scatement No. 106 requires the cost of post-
retirement benefits granted to employees to be accrued and recognized as
expense over the period in which the eaployee renders service and bdecoaes
eligible to recsive benefits.

The Company is required to adopt Statement No. 106 no later than January 1.
1993. Under Statement No. 106, the Company may immediately recognize che
accunulated transition obligation or amortize the obligation over a period not
to exceed the greater of the average remaining service period of active
eaployees or 20 years. Management’'s preliminary estimate of the transiction
obligation on January 1, 1993 is approximately $225, before income taxes.
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The company has not yet finalized its plans on when to implement Statement No.
106, nor the manner in which the transition obligation will be recorded.
Except for cthe manner in which the transition obligation is recorded, future
expense levels for postretirement benefits are not expected to be macerially
different from that recorded in 1991.

D. DEBT MATURING WITHIN ONE YEAR

Debt maturing within one year (included as debt in the computation of debt
ratios) consists of the following at December 31:

Weighted
Average

Anounts Inserest Rates
1991 1990 1589 1391 1990 1989

Notes payable -
Commercial paper . . . . . . . § - $ 36.0 $ 43.0 -8  8.02% 8.97%
Parent (Ameritech) . . . . . . 43.5 - - 5.07 - .

Long-term debt maturing
within one year. e
Total . . . . . . . . . . . § 43

O‘E
4N
W
o
LV ]
4N
N
r
~

Average notes payable
outstanding during
the year. . . . . . . . .. .§ 184 § 9.2 §18.0 6.268 B8.45% 9.406

Maximumz notes payable
at any month end
during the year . . . . . . . $ 44.5 $ 36.0 $ 43.0

During 1991, Ameritech entered into an arrangesent with its subsidiaries,
including the Company, for the provision of short-term financing and cash
aanasgemsent services. Ameritech issues commercial paper and notes and secures
bank loans to fund the working capital requirements of its subsidiaries and
invests short-term, excess funds on their behalf. At December 31, 1991, there
wvere $43.5 of notes payable to Ameritech. In connection with this arrangesmenc,
the Coapany recognized interest expense of $0.9 for the year ended December 31,
1991.
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As a result of implementing Statement No. 96, the Company as of
Decemper 31, 1991, had a regulatory asset of $125.1 (reflected
primarily in Other Assets and Deferred Charges) related to the
cumylative amount of income taxes on temporary differences
previously flowed through to ratepayers. 1In addition, on that date,
the company had a regulatory iiability of $266.1 (reflected
primarily in Other Deferred Credits) related to the reduction of
deferred taxes resylting from the decrease in the federal statutory
income tax rate of 34 percent and deferred taxes provided on
unamortized investment tax credits. These amounts will be amortized
over the regulatory lives of the related depreciable assets
concurrent with recovery in rates. There was no significant income
statement impact related to the adoption of Statement No. 96. The
accounting for and the impact on future net income of these amounts
will depend on the ratemaking treatment authorized in future
regulatory proceedings.

Ouring 1992, the Financial Accounting Standards Board ("FASB")
issued Statement of Financial Accounting Standards No. 109,
"Accounting for Income Taxes," which will require the Company to
change, by 1993, its accounting for income taxes from that required
by Statement No. 96. The impact on the Company's financial
statements has not been determined.

PENSIONS AND OTHER EMPLOYEE BENEFIT PLANS

Ameritech maintains noncontributory defined pension and death
benefit plans ("the plans") covering substantially all of the
Company's management and nonmanagement empioyees. The pension
benefit formula used in the determination of pension cost is based
on the average compensation earned during the five highest
consecutive years of the last ten years of employment for the
management pian and a flat dollar amount per year of service for the
nonmanagement plan. Pension (credit) expense is allocated to
subsidiaries based upon the percentage of compensation for the
management plan and per empioyee for the nonmanagement plan. The
Company's funding policy is to contribute annually an amount up to
the maximum amount that can be deducted for federal income tax
purposes. The following data provides information on the Company's
expense for the Ameritech plans:

1991 _1990 _1989

Pension (credit) expense $(21.1) $12.9) $ 4.3
Current year (credit) expense as
percent of salaries and wages - 822 2,102 6%

Pension expense (credit) was determined using the projected unit
credit actuarial method in accordance with Statement of Financial
Accounting Standards No. 87, "Employers' Accounting for Pensions.”
The decline in pension expense over the last two years is primarily
attributable to favorable investment performance.
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Certain disclosures are required to be made of the components of
pension costs and the funded status of the plans, including the
actuarial present value of accumulated plan benefits, accumulated
projected benefit obligation and the fair valye of plan assets.
Such disclosures are not presented for the Company because the
structure of the Ameritech plans does not permit the plans' data to
be readily disaggregated. As of December 31, 1991, the fair value
of plan assets available for plan benefits exceeded the projected
benefit obligation (calculated using a discount rate of 6.3%).

The assets of the Ameritech plans consist principally of debt and
equity securities, fixed income securities and real estate. The
assumed long-term rate of return on plan assets used in determining
pension cost for 1991 was 7.25%.

During 1991, the Company offered most of its management employees an
early retirement program. The net cost of this program, including
termination benefits and a settiement gain from the pension plan,
was $.7.

In addition to providing pension benefits, the Company provides
certain health care and group life insurance benefits for all
eligible active and retired employees. Prior to 1988, health care
benefit costs were expensed as incurred. In 1988, the Company began
expensing an actuarially determined amount for postretirement health
care benefits for active empioyees. Contributions are made to a
voluntary employee benefits assoctation ("VEBA") trust fund. The
amounts expensed and funded for retiree health care benefits for
active employees during 1991, 1990 and 1989 were $22.6, $27.4 and
$12.4, respectively.

Health care benefits paid for retired employees during 1991, 1990
and 1989, net of refunds were $31.7, $28.8 and $25.0, respectively.
Health care benefits paid for active employees for 1991, 1990 and
1989 were $54.2, $54.3 and $50.4, respectively.

The cost of group 1ife insurance benefits is actuarially determined
and recognized as expense over the employees' active working lives.
Group life insurance benefits paid for active and retired empioyees
during 1991, 1990 and 1989 were $1.0, $1.3 and $1.6 respectively.

As of December 31, 1991, the Company had approximately 13,300
retirees and 15,800 active emplioyees eligible to receive health care
and group 1ife insurance benefits.
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In December 1990, the FASB adopted Statement of Financial Accounting
Standards No. 106, "Employers' Accounting for Postretirement
Benefits Other Than Pensions” (Statement NO. 106). Statement NoO.
106 requires the cost of postretirement benefits granted to
employees to be accrued and recognized as expense over the period in
which the employee renders service and becomes eligible to receive
benefits.

The Company is required to adopt Statement No. 106 no later than
January 1, 1993. Under Statement No. 106, the Company may
immediately recognize the accumulated transition obligation or
amortize the obligation over a period not to exceed the greater of
the average remaining service period of active employees or 20
years. Management's preliminary estimate of the transition
obligation on January 1, 1993 is approximately $600 before income
taxes.

The Company has not yet finalized its plans on when to implement
Statement No. 106, nor the manner in which the transition obligation
will be recorded. Except for the manner in which the transition
obligation is recorded, future expense levels for postretirement
benefits are not expected to be materially different from_ that
recorded in 1991.

DEBT MATURING WITHIN ONE YEAR - Debt maturing within one year is
included as debt in the computation of debt ratios and consists of
the following at December 31:
Weighted
Average
Amounts

——Interest Rates
1991 1990 _1989 _1991 _1990 _1989

Notes payable

Bank loans . . . $ - $40.0 $ 37.0 - 8.5% 8.9%
Commercial paper - 170.0 140.0 - 7.8% 8.5%
Parent (Ameritech) 301.5 - - 5.1% - -

Long-term debt maturing
within one year 134.1 37.1 81.2 - - -

Total . . . 3430.6 S5247.1 $228.2

Average notes payable
outstanding during

the year . . . . . . $218.0 $161.3 $115.4 1% B.13* .23

Maximum notes payable
at any month end

during the year . .  $301.3 $210.0 31770

*  Computed by dividing the average daily face amount of notes
payable into the aggregate related interest expense.
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Item 14. Exhibits, Financial Statement Schedules. and Reports on Form 8-K.

(@ Documents filed as a part of the report:

(1

Financial Statements: LPage
Report of Management ... ... ... ... -
Report of Independent Public Accountants ................ ... ... ... .. . ... .
Statements:

Statements of [ncome and Reinvested Earnings . ......... ... ... .. .. ... . *
Balance Sheets . .. ... ... .. .
Statements of Cash Flows .. ... ... .. .. it .
Notes to Financial Statements .. ............. .ottt b

-

Selected Financialand OperatingData ... ........... ... ...............

(2) Financial Statement Schedules:

3

Report of Independent Public Accountants . ................................ 13
Report of Other [ndependent Public Accountants . ........................... 14
V  — Telecommunications Plant . ... .......... ... ... ... .. ... ... . . ..., 15-16
VI — Accumulated Depreciation .. ............... it 17
VIII — Allowance for Uncollectibles . . .................................... 18

' Financial statement schedules other than those listed above have been omitred because the required

information is contained in the financial statements and notes thereto, or because such schedules
are not required or applicable.

Financial statements for certain owned corporations which are accounted for by the equity method
are omitted pursuant to Rule 3.09 of Regulation S-X.

Exhibits:

Exhibits identified in parentheses below, on file with the SEC, are incorporated herein by reference
as exhibits hereto.

Exhibis

Number

3)a Articles of Incorporation of the registrant as amended April 28, 1974. (Exhibit (3)a
to Form 10-K for the fiscal year ended December 31, 1980, File No. 1-6781.)

3 Regulations of the registrant as restated February 28, 1990. (Exhibit (3)bto Form 10-K
for the fiscal year ended December 31, 1989, File No. 1-6781.)

4Xi) Close Corporation Agreement with Ameritech dated February 28, 1990. (Exhibit (4){)

to Form 10-K for the fiscal year ended December 31, 1989, File No. 1-6781.)

(4XiiiXA) No instrument which defines the rights of hoiders of long-term debt of the registrant
is filed herewith pursuant to Regulation S-K, Item 601(b)4)iii}A). Pursuant to this
regulation, the registrant hereby agrees to furnish a copy of any such instrument to
the SEC upon request.

(10XiiXB)! Reorganization and Divestiture Agreement among AT&T, Ameritech and Affiliates
dated November 1, 1983, (Exhibit 10a to Form 10-K for 1983 for Ameritech, File
No. 1-8612.)

(10XiiXB)2 Agreement Concerning Contingent Liabilities, Tax Matters and Termination of Cer-
tain Agreements among AT&T, Bell System Operating Companies, Regional Hold-
ing Companies and Affiliates dated November 1, 1983. (Exhibit 10j to Form 10-K
for 1983 for Ameritech, File No. 1-8612.)

*{ncorporated herein by reference to the appropriate portions of the registrant’s annual report to security
holders for the fiscal year ended December 31, 1991. (See Part I1.)
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NOTES TO FINANCIAL STATEMENTS, .oni:nucd

' Dedlare in midlins)

Company had recorded 3 regulatory liability o 31945
rreflected primarily in Other deferred credies) related
to the reduction ot deferred taxes resulting from the
decrease in the statutory Federal income tax rate to 4%
atd deferred taxes provided on unamortized investment
tax credits. These amounts will be amortized nver
the regulatory lives of the related depreciable assets
concurrent with recovery in rates.

There were no amounts recorded in the Statement of
Income and Reinvested Earnings related to the adoption
of Statement No. 96. However. the accounting tor and
the impact on future net income of these adjustments
will depend on the rate-making treatment authorized
in future regulatorv proceedings.

During 1992. the Financial Accounting Standards Board
("FASB") issued Statement of Financial Accounting
Standards No. 109, “Accounting for Income Taxes.
which will require the Company to change, by 1993, its
accounting for income taxes from that required by
Statement No. 96. The impact on the Company's tinancial
statements has not been determined.

(¢) Pensions and Other Employee Benefit Plans
Ameritech maintains noncontributory defined pension
and death benefit plans covering substantially all of the
Company’s management and nonmanagement emplovees.
The pension benefit formula used in the determination
of pension cost is based on the average compensation
earned during the five highest consecutive years of the
last ten years of employment for the management plan
and a flat dollar amount per vear of service for the
nonmanagement plan. Pension expense is allocated to
subsidiaries based upon the percentage of compensation
for the management plan and per employee for the
nonmanagement plan. The Company's funding policy is
to contribute annuaily an amount up to the maximum
amount that can be deducted for Federal income tax
purposes. The following data provides information on
the Company's expense for the Ameritech plans:

1991 1990 1989

Pension (credit) expense ($15.8) (39.8) s+
Pension (credit) expense as a
percent of salaries and wages (3.2%) (2.0% 8%

Pensiun tcredit) expense was determined using the
projected unit credit actuarial method in accordance
with Statement of Financial Accounting Standards
No. 37. "Emplovers’ Accounting tor Pensions.” The
dechine in pension expense over the last two vears s
primarily ateribucable to favorable investment pertor-
mance and the funded status of the plans.

Certain disclosures are required to be made of the com-
ponents ot pension costs and the funded status of the
plans. including the actuarial present value of accumulated
plan benetits, accumulated projected benetit nbhgartion
and the fair value of plan assets. Such disclosures are not
presented for the Company because the structure of the
Ameritech plans does not permit the plans Jdata to be
readily disaggregated. As of December 31. 1991. the

fair value of plan assets available for plan benefits
exceeded the projected benefit obligation tcalculated
using a discount rate of 6.3%).

The assets of the Ameritech plans consist principally of
debt and equiry securities, fixed income securities and
real estate. The assumed long-term rate of return un plan

-

assets used in determining pension cost for 1991 was "7 %,

During 1991, the Company offered most of its management
emplovees a voluntary early retirement and separation
program. The net cost of this program. including
termination benefits and a settlement gain from the
plans, was $4.2.

In addition to providing pension benefits. the Company
provides certain health care and group life insurance
benefirs for all eligible active and retired emplovees. Prior
to 1988, health care benefit costs were expensed as
incurred. In 1988, the Company began expensing in
actuarially determined amount for postretirement health
care benefits for active employees. Contributions are
made to a voluntary employee benefit association (VEB.\
trust fund. The amount expensed and funded for post-
retirement health care benefits for active emplovees during
1991,1990 and 1989 were §17.9,521.1 and §9.0.respectinely:

Health care benefits paid for retired emplovees during

1991, 1990 and 1989, net of refunds received from Amencan
Telephone and Telegraph Company (“AT&T™ for pre-
divestiture retirees were $28.1, $26.2 and $21.1. respectivels
Health care benefits paid for active employvees tor i1,
1990 and 1989 were $47.9, $46.6 and $40.1. respectiiein



The cost of group life insurance benetits is actuarially
Jetermined and recognized as expense over the emplovees
acuve working hives. Group lite insurance benetits paid
tor active and retired emplovees during 1991, (990 and
1980 were 31.0. 31.0 and 3.7, respectively,

As of December 31. 1991. the Company had approxi-
mately 9.063 retirees and 12.009 active employvees eligible
to receive health care and group life insurance benetits.

In December 1990, the FASB issued Statement of Financial
Accounting Standards No. 106. “Employers’ Accounting
for Postretirement Benetits Other Than Pensions”
{Staternent No. 106™). Statement No. 106 requires the
cost of postretirement benefits granted to emplovees to
be accrued and recognized as expense over the period in
which the emplovee renders service and becomes eligible
to receive benefits.

The Company 1s required to adopt Statement No. 106
no later than January [, 1993. Under Statement No. 106.
the Company may immediately recognize the accumu-
lated transition obligation or amortize the obligation
over 4 period not to exceed the greater of the average
remaining service period of active emplovees or 20 vears.
Management's preliminary estimate of the transition
obligation on January 1. 1993, is approximately 3450
before income taxes.

The Company has not finalized its plans on when to
implement Statement No. 106. nor the manner in which
the transition obligation will be recorded. Except for the
manner in which the transition obligation is recorded.
future expense levels for postretirement benefits are
not expected to be matenially different from that recorded
in 1991

(d) Debt Maturing Within One Year
Debt maturing within one vear is included as debt in the computation of debt ratios and consists of the following
at December 31:
Amounss Interest Rares
1991 1990 1989 1991 1990 1989
Nores pavable
Ameritechd $ 426 - - 5.1% - -
Commercial paper 0.0 8380 - -  85% -
Other* 10.8 108 §75 3% 65% 7%
Long-term debt maturing within one yesr 7 1.5 7.4
Total $ 54.1 3503 8149
Average notes payable outstanding during the year $ 560 $255 §8 7 6.2%°* 8.1%°* 8.0%°
$118.1 $62.3 §$ 75

Maximum notes pavable at any month end durin! the vear

3 During 1991 Ameritech consolidated the short-term financing of its sbsidiaries at corporate and now: provides the Company financing and invernng
services at marker rases. See note m financial statements on sbort-rerm financing arrangements.

* Notes pavable — Otber at December 31, 1991, 1990 and 1989 comsisted of funds relased m an interim intraszate pooling arrangement for wbich tbe Company
acted as admmistrasor as directed by The Public Ulriliries Commussion of Obro. These amnunts ave seated net of eemporary cash inesments of the portion of

such funds not used &y the Company for current operations.

*Computed by dividing the average dasly face amount of wotes payable into the aggregate reiared imrevest expense.
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(C) PENSIONS AND OTHER EMPLOYEE BENEFIT PLANS - Aperitech maintains
nonconttidutory defined pension and death benefit plans covering
substantially ail of the Company's management and nonzanagement
exployees. The pension benefic formula used in the determination of
pension cost is based on the average compensation earned during the
five highest consecutive years of the last ten years of employment for
the management plan and a flat dollar amount per year of service for
the - nonmanagement plan. Pension (credit) expense is allocated to
subsidiaries based upon the percentage of compensation for the
sanagement plan and per employee for the nonmanagement plan. The
Company's funding policy is to contribute annually an amount up to the
maximum agpount that can be deducted for federal income tax purposes.
The following data provides information on the Company's expense for
the Ameritech plans:

Year Ended December 31,
9 1989

Pension (credit) expense . . . . « . « . . $(7.3) $(3.9) $3.9

Current yvear (credit) expense as a
percentage of salaries and wages . . . . . (3.0%2) (1.62) 1.6%

Pension (credit) expense wvas determined using the projected unit
credit actuarial method in accordance with Scatement of Financial
Accounting Standards No. 87, "Employers' Accounting for Pensions."
The declines in pension expense over the last two years are primarily
atcribucable to favorable investment performance and the funded status
of the plans.

Certain disclosures are required to be made of the componencs of
pension costs and the funded status of the plans, including the
actuarial present value of sccumulatad plan benefits, accumulated
projected benefit obligation and the fair value of plan assets. Such
disclosures are not presented for the Company because the structure of
the Ameritech plans does not permit the plans' data to be readily
disaggregated. As of December 31, 1991, the fair value of plan assets
available for plan benefits exceeded the projected benefit obligation
(calculated using a discount rate of 6.3% percent).

The assets of the Ameritech plans consist principally of debt and
equity securities, fixed income securities and real estate. The
assumed long-term rate of return on plan assets used in determining
peasion cost for 1991 was 7.251 percent.

During 1991, the Company offered most of its managesment employees an
early retirement program. The net cost of this program, including
termination benefits and a settlement gain from the pension plan, was
$0.9 millionm.
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In addition to providing pension benefits, the Company provides
certain health care and group life insurance benefits for all eligible
active and retired emplovees. Prior to 1988, health care benefit
costs were expensed as incurred. In 1988, the Company began expensing
an actuarialiy determined amount for postretirement health care
benefits. Contributions are made to a voluntary employee benefit
association ("VEBA") trust fund. The amount expensed and funded for
retiree health care bdenefits for active employees during 1991, 1990
and 1989 were $3.3, $10.3 and $4.5, respectively.

Health care benefits paid for retired employees during 1991, 1990 and
1989, net of refunds were $11.0, $9.8 and $8.3 million, respectively.
Health care benefits paid for active employees for 1991, 1990 and 1989
wvere $19.6, $19.9 and $17.8, respectively.

The cost of group life insurance benefits is actuarially determined
and recognized as expense over the employees' active working lives.
Group life insurance benefits paid for active and retired employees
during 1991, 1990 and 1989 were $.3, $.3 and $.2, respectively.

As of December 31, 1991, the Company had approximately 5,104 retirees
and 6,106 active employees eligible to receive health care and group
life insurance benefits.

In December 1990, the FASE adopted Statement of Financial Accounting
Standards No. 106, "Employers' Accounting for Postretirement Benefits
Other Than Pensions” ("Statement No. 106"). Statement No. 106
requires the cost of postretirement benefits granted to employees to
be accrued and recognized as expense over the period in which the
smployee renders service and becomes eligible to receive benefits.

The Company is required to adopt Statement No. 106 no later than
January 1, 1993. Under Statement No. 106, the Company may immediately
recognize the accumulated transition obligation or amortize the
obligation over a period not to excesd the greater of the average
rexaining service period of active employees or 20 years.
Management's preliminary estimate of the transition obligatiocn on
January 1, 1993 1is approximately $225 before income taxes.

The Company has not yet finalized its plans on when to implement
Statement No. 106 nor the manner in vhich the transition obligation
will be recorded. Except for the manner in wvhich the tramsition
obligation is recorded, future expensse levels for postretirement
benefits are not expected to be materially different from that
recorded in 1991.
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Exhibit 6

UNITED STATES
TELEPHONE ASSOCIATION

Analysis of Impact of
FAS 106 Costs on GNP-PI

&vdwz’n;

February, 1992




UNITED STATES TELEPHONE ASSOCIATION
Analysis of Impact of SFAS 106 Costs on GNP-PI

February 18, 1992




